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KEY ECONOMIC INDICATORS: NORWAY 


December 1971 


Values in million US % 


Item and date of most recent data shown 1969 
GNP at current prices (6/71) 13 755. 
GNP at constant (1961) prices (6/71) 8,516 
Per Capita GNP, constant prices (6/71)(dollar) 2,212 
Investments as % current GNP (6/71) 31.5 
Investments in machinery and equipment (6/71) 830 
Investments in plants (6/71) 1,980 
Notes in circulation (12/71) 1,001 
Bank credit outstanding (9/71) 3,716 
Gold and Foreign Exchange Reserves (12/71) 1,039 
Current Account Bal. of Payment (12/71) 144 
Production: Major Agr. Fish, Mfg. Items 
Milk, 1000's of liters (9/71) 1,553 
Fish, 1000's of metric tons (8/71) 2,206 
Wood Pulp, 1000's of metric tons (9/71) 2,088 
Paper and Board, 1000's of metric tons (9/71) 1,373 
Ferroalloys, 1000's of metric tons (9/71) 759 
Crude Steel, 1000's of metric tons (9/71) 849 
Aluminum, 1000's of metric tons (9/71) 508 
Electric power production, mill. Kwhr. (9/71) 57,021 
Housing Units Started (9/71) 37,100 
Passenger Cars Registered (12/71) 101,800 
Unemployment Rate (% of wage earners(12/71) 1.3 
Hourly wage male industrial workers 
(dollars) (9/71) 1.85 
Indices: 
Consumer Price (1968=100) (12/71) 103.1 
Wholesales Price (1961=100) (11/71) 111 
Industrial Production (1961=100) (4/71) 151 
Foreign Trade: 
Total Exports, Excl. ships, FOB (11/71) 2,020 
Exports to U.S. (11/71) 126 
Total Imports, Excl. ships, CIF (11/71) 2,909 
Imports from U.S. (11/71) 247 
Imports from other main sources (Excl. ships) 
Sweden (11/71) 532 
West Germany (11/71) 4ag 
United Kingdom (11/71) 396 
Ship Exports (11/71) 349 


Ship Imports (11/71) 254 
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Main Imports from U.S. January - November 1971 


Millions of dollars 
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Machinery 

Transport Equipment 

Chemical Compounds (mainly Alumina) 
Oilseeds (mainly Soybeans) 

Coal, Fuel Oils, and Lubricants 
Grains 

Fruit and Vegetables 

Scientific and Technical Instruments 
Tobacco, raw 
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Main Exports to the U.S. January - November 1971 


Millions of dollars 


Nickel 

Frozen Fish Fillets 
Canned Fish 

Aluminum 

Furs (mainly mink) 
Ferroalloys 

Iron and Steei 
Non-Electrical Machinery 
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Par Value established December 1971: $1.00 = NKr 6.64 








SUMMARY 


The overall growth of the Norwegian economy has flattened out in recent 
months but most productive resources, manpower included, are still employed. 
The most pressing short-term economic problems are 1) the stagnation of 
exports because of reduced demand from abroad for some major export products 
and 2) the forthcoming spring wage negotiations which may reduce the competi- 
tiveness of Norwegian products. 


Prospects for 1972 are cloudy. The most optimistic forecasts foresee upturns 
in the economies of Norway's major trading partners in the first half of 1972 
with resulting increased demand for Norwegian export products in the fall. 
The reduced rate of economic activity has eased inflationary pressures. The 
price rise and the wage drift are both lower than some months ago. For the 
time being, consumer demand and public demand appear to be the most dynamic 
elements in the economy, a role that they are likely to retain until demand 
from abroad, and, later, investments pick up again. The growth of imports, 
as well as of exports, has been drastically reduced in the course of 1971. 

A gas field likely to be commercially exploitable has been discovered in the 
Norwegian part of the North Sea. A new allocation of blocks for oil exploita- 
tion is announced for 1972. 


The Government's economic policy is largely unchanged with an expansionary 
fiscal budget for 1972. 


The December 1971 currency realignment offers -- through the 7.5% revalua- 
tion of the Norwegian krone against the U.S. dollar -- a new deal for U.S. 
exporters. Continued strong consumer demand implies a lively market for 
consumer goods of all types. Norway will remain an expanding market for 

all types of offshore oil drilling equipment, including drilling rigs. The 
U.S. is, moreover, now considered to be competitive in shipbuilding, ship 
repairs and equipment. Prospects for U.S. agricultural products appear good. 
The Grain Corporation's import plans for 1972 point to larger purchases of 
U.S. wheat and Norway is back as a customer for U.S. corn. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Outlook Mildly Promising 


Although the overall growth curve has flattened out since early 1971 
the Norwegian economy still appears moderately vigorous. With the 
exception of a few export industries hit by reduced demand from abroad 
(pulp and paper, aluminum, ferroalloys) the majority of the domestic 
productive resources, manpower included, are nearly fully employed. 
Prospects for 1972 are cloudy. Business leaders' and other economic 
experts' estimates for the near future vary from predictions about 
serious economic setbacks to mildly optimistic forecasts. Everybody 
seems, however, to agree that in the final analysis a new upswing in 
the domestic economy depends on revivals of the economies of a number 
of Norway's major trading partners. Such upturns can be expected in 
the first half of 1972, according to the most recent OECD forecast. 
If this comes true, foreign demand for Norway's export products is 
likely to pick up again at least during the second half of 1972. The 
Government forecasts a 4.7% rise in the 1972 gross national product, 
or slightly below the 1971 rate. 


Inflationary Pressures Temporarily Reduced 


Indications are that inflationary pressures generated by full economic 
activity and the extraordinarily high wage/salary and other income 
settlements of 1970 and 1971 have been reduced during recent months. 
The lifting of the price freeze November 15 did not - as had been 
widely expected - result in instantaneous and substantial price hikes. 
During the following month the comsumer price index (CPI) showed an 
increase of only 0.5% index points, which is about normal for the season. 
The price rise for the full year of 1971 was 4.9%, that is, internal 
cost increases do not appear to have materially affected the competi- 
tiveness of Norwegian industry. Price developments during the next 
few months are difficult to foresee. Some price rises have already 
taken place lately, notably for automobiles and other consumer 
durables, but the upward trend could be fairly moderate because of 
the prevailing sluggish marketing conditions. Another indication of 
declining inflationary pressures is a pronounced reduction in the 
wage glide lately. The wage glide - a symptom of an overheated 
economy with full employment - has been extraordinarily strong during 
the last couple of years accounting for about one half of the 12% 
rise in industrial wages in each of the last two years. The wage 
glide is now down to a normal 3% to 3.5% on an annual basis reflecting 
a harsher business climate and hence reduced competition for manpower. 








Unemployment is slightly up this winter but represents, at only 1.4% 
of the total labor force, no serious problem. 


Forthcoming Spring Wage Negotiations Look Difficult 


The forthcoming spring wage/income negotiations are likely to become 
very difficult. Wage demands presented by the Federation of Nor- 
wegian Trade Unions (LO) call for an 8% general wage hike with 
additional payments for low income groups. State employees and 

civil servants demand wage and salary increases of about 14%. The 
Norwegian Employer's Association (NAF) has stated that the LO demands 
are completely unrealistic and that the industry is unable to meet 
the demands because of low business profitability and small chances 
for an early business upturn. NAF also points to the rise in total 
labor costs which has amounted to about 15% in each of the last two 
years. The annual increases in business productivity has increased 
3 to 3.5% per man/year during the same years. The NAF allegations 
seem to be supported to some extent by a Central Bureau of Statistics 
study showing a drop in business profits after taxes from an already 
low 1.8% of invested capital in 1969 to 1.5% in 1970. Annual company 
reports released recently indicate substantial further reductions in 
company profits in 1971. 


Industrial Production Leveling Off 


The 3.7% increase in industrial production in 1971 was the lowest 
recorded in more than a decade. The average annual production rise 
during the 1960's was 5.4% and no year showed a rise lower than 4%. 
The production figure for 1971, moreover, exaggerates the rate of 
actual demand in that substantial parts of the output of some products 
were stockpiled. In the period September 1970 to September 1971 
industry's inventories of finished products rose 19.5%. Products 
inventories in export industries (notably aluminum, ferroalloys and 
pulp and paper) rose by 53% in the same period. As far as individual 
industries are concerned several home market industries (food, tobacco, 
textiles, clothing and leather) are still experiencing production 
stagnation or decline. The new feature since mid-1971 is production 
cutbacks in pulp and paper and lower rates of growth in primary iron 
and metals and in parts of the engineering industry. Recent data on 
new orders and orders on hand also point toward a general slowdown 

in overall demand. In part of the industry, notably the shipbuilding 
industry, the backlog of orders is, however, large enough to keep the 
industry employed for several years. Business failures have received 
wide press coverage lately. The number of bankruptcies and other 
business failures was, however, lower in 1971 than during the boom 
year of 1970 and the number of laid-off workers was only 1,000 higher 
in 1971 than the 6.800 registered in 1970. The pulp and paper industry 


has been the industry most seriously affected. About a dozen mills, 
mostly small-sized chemical pulp mills, have been shut down and a 
similar development is anticipated for small-sized mechanical pulp 
mills. The elimination of the small units in the wood pulp industry 
is commonly regarded as a necessary development to streamline the 
Norwegian pulp industry. 


Consumer and Public Demand Are Most Dynamic Elements 


Consumer demand and public demand are currently the most dynamic 
elements in the economy and this situation is expected to continue 
well into the second half of 1972. Rising incomes have resulted in 
a 13% increase in retail trade in January - November 1971 compared 
with the corresponding period in 1970. Discounting for the price 
rise retail sales showed a volume rise of 7% during the period. The 
rise in consumer purchases was particularly pronouneedfor durable 
consumer goods, notably passenger,‘automobiles. Sales of passenger 
cars reached 84,000 units in 1971 the second largest sales figure 


ever recorded and only surpassed by the value added tax induced 
sales of 1969. 


The rise in public demand - particularly that of the central govern- 
ment - continues. Total 1972 fiscal budget expenditures are to 
increase by nearly 15% over the preceding fiscal budget. The upward 
trend in investments has leveled out in recent months and total 
investments for 1972 are not expected to exceed those of 1971. An 
upturn in investment activity is unlikely before the upswing in the 
economies of Norway's trading partners has been manifested in rising 
demand for Norway's export products. No major industrial investment 
project is currently underway. According to a recent official sur- 
vey the largest (over #15 million) investment projects carried over 
into 1972 were two hydroelectric power projects, two housing develop- 
ments and the construction of the 1 million barrel concrete oil 
storage tank for the Ekofisk oil field in the North Sea. The most 
significant industrial project in the planning stage is a 4 million 
metric ton capacity oil refinery to be built at Mongstad north of 
Bergen. This joint Norsk Hydro - British Petroleum venture is likely 
to be followed by other industrial establishments at the same site 
(magnesium smelting and/or petrochemical installations. ) 


Foreign Trade Growth Curve Tapering Off 


The slower pace of economic activity is clearly reflected in the 
development of foreign trade. In January - November commodity 
exports, ships excluded, rose by 4.8% compared with a 13.8% increase 
in the same period in 1970. 








Commodity imports, ships excluded, rose by 6.8% during the first 

11 months of 1971, compared with a growth of 22.5% in the previous 
year. A breakdown of imports into various groups of usage seems 

to back up the supposition about the role of consumer demand as a 
major dynamic element in the economy. During the first three 
quarters of 1971 imports of commodities for consumption, invest- 
ments and input rose by 21.1%, 13.0% and 2.5%, respectively. The 
corresponding figures for the first three quarters of 1970 were 9.1%, 
19.0% and 29.2%. The prospects for 1972 are difficult to evaluate. 
The most recent trade data indicate that exports have practically 
stagnated. A new upswing is not to be expected before the efonomies 
of Norway's major trading partners are underway. The same applies to 
imports except imports of consumer goods which are likely to continue 
to rise spurred by increasing consumer purchasing power. 


Norwegian Krone Revalued Against the Dollar 


The Norwegian krone remained buoyant in the floating international 
money market between August 15 and December 7, a reflection of 
Norway's strong foreign exchange reserve position and, possibly, 

of a continued competitive status vis a vis major trading partners 
abroad. In the December 20 general realignment, the Norwegian krone, 
together with the Danish and the Swedish krone, was devalued one 
percent against gold and revalued 7.5% against the U.S. dollar to a 
new parity of 6.645 to $1.00. The consequent devaluation of the 
Norwegian krone against Deutsche Mark, Pound Sterling and Yen should 
provide Norway with some trade benefits. The realignment of foreign 
exchange parities has, however, been calculated to cost Norwegian 
shipping nearly $ 200 million, partly because of long-term dollar 
charters and partly due to new ships on order in Japanese and German 
shipyards. 


North Sea Oil and Gas Developments 


Norway is now firmly established as an oil producing nation. One 
drilling rig with a daily production of 40,000 barrels has been in 
production at the Ekofisk field since mid-1971 and the first ship- 
loads of crude have been refined and distributed in Norway. The 
Ekofisk field is reported to have a potential annual capacity of 
15 million metric tons. The 1 million barrel storage tank under 
construction in Norway is planned to be installed at the field in 
1972. A final government decision has yet to be taken on bringing 
the oil ashore to Norway but it appears increasingly wlikely that 
the oil will be piped to Norway, because of the higher cost and the 
limited market for oil. 


Oil and gas have been discovered also in other parts of the Nor- 
wegian North Sea continental shelf. The Frigg field, which is now 





reported to contain high-grade gas in commercial quantities, is so far 
the most promising project. A decision to exploit the Frigg field and 
how and where to land the gas has yet to be announced. Norsk Hydro, a 
major Norwegian chemical concern having a 7% stake in the Ekofisk field, 
has, including options, a 34.6% interest in the Frigg field. The company 
has voiced its interest in bringing the Frigg gas to its Mongstad 
industrial site to be used for petrochemical purposes. 


The Norwegian Govemmment has announced that a new allocation of 500 
square kilometer blocks in the Norwegian section of the North Sea will 
take place in 1972. Oil prospecting north of the 62nd parallel will 
have to wait another 2-3 years, according to a high official in the 
Ministry of Industry. 


Government Economic Policy Largely Unchanged 


The Government's economic policy for 1972 does not differ in any material 
respect from that of the preceding year. The fiscal budget expenditures 
for.1972 will increase by nearly 15% continuing the trend of recent years. 
The fiscal budget, although balanced, is definitely expansionary and may 
have a favorable countercyclical effect if foreign demand and investment 
demand are slow in picking up again. The total demand from the public 
sectors (central and local governments and social security) now accounts 
for 35% to 40% of the gross national product indicating the degree of 
influence of public authorities on aggregate demand and hence production. 


IMPLICATIONS FOR THE UNITED STATES 


U. S. Trade Balance with Norway Deteriorated in 1971 


U. S. exports to Norway experienced a setback of 9% to $ 242 million in 
January - November 1971 compared with the first 11 months of 1970. 
Norway's exports to the U. S., on the other hand, rose 25% to $175 
million in the same period nearly halving the trade gap to $ 67 million. 
Some major products accounted for the bulk of the reduction in US exports 
to Norway while other exports showed stable, and for some commodities, 
increased sales. Food products, notably grains and fruit and vegetables 
registered a $ 5 million setback in January - November 1971. The reduced 
grain sales were a consequence of the domestic bumper crop of 1970 where- 
as the lower sales of fruit and vegetables probably reflected the late 
opening season for apples and pears and comparatively high prices for US 
orangeés Norway's total import requirements for iron and steel and non- 
ferrous metals were reduced by 17% during the first 11 months of 1971, 
but US exporters had to see their sales shrink to, only 28% of the com- 
parable figure for 1970. Despite $ 6 million sales of ships (i.a. supply 
ships for off-shore of] drilling) US exports of transport .quipment fell 
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by $15 million in 1971 mainly because of reduced deliveries of air- 
craft and spare parts. Strikes at American ports during this period 
also contributed to the reduction in US exports to Norway. 


Prospects for U.S. Farm Products Improved 


The Norwegian Grain Corporation's import plans for 1972 point to 
larger purchases of wheat from the United States than in 1971. 
Contracts have already been made for four cargoes of Northern 
Spring wheat for early 1972 shipment. This wheat will in its 
entirety replace the traditional import of spring wheat from 
Canada. Offers for Hard Winter and Red Winter are being studied 

by the Grain Corporation but so far the prices have not been com- 
petitive with those from other sources - Sweden as far as Red Winter 
is concerned and Australia (FAQ) as far as Hard Winter is concerned. 
The Corporation needs about 20,000 metric tons (MT) of this wheat, 
for April/May shipment. 


Norway is back as a US customer for corn in 1972 having contracted 
two cargoes totalling 34,000 MT through Japanese firms. 


In contrast to earlier forecasts - based on exaggerated crop estimates - 
Norway is now planning importsof sizeable quantities of barley this 
year. So far, the Corporation has purchased 30,000 MT of barley 

grits from EC sources. The high restitution - because barley grits 

is considered a processed product - has made the price most attrac- 
tive. The Grain Corporation reports that it will be in need of 

another 50,000 MT of barley - or barley grits - for shipment before 
June. The high content of wild oats in the United States and 

Canadian barley has made these countries unlikely sources for the 
additional barley needed. 


Prospects seem to be good for an upturn of sales of US canned peaches 
in general. The prices from Australia are not expected to be com- 
petitive and the South African products are not considered a serious 
threat despite lower prices. Canned pineapple on the other hand will 
be imported from non-US sources to a larger extent this year because 
of the customs preference given to products from developing countries. 
Kenya and the Philipines are expected to be the major suppliers of 
canned pineapple this year. 


Soybean imports are expected to total well over 200,000 MT - how much 
above is entirely a decision of the crushers’ plans when their 
expansion plans have been completed. The present capacity of 225,000 
MT will be raised to 450,000 MT in its latter part of 1972. ‘The 
current production of oil finds a ready market in Norway while there 
has been an oversupply of meal which has been exported: to neighbouring 
countries. A recent price adjustment of the selling price of the 





Norwegian Grain Corporation has made soybean meal more attractive to 
the farmers and domestic consumption has shown an encouraging upward 
trend. 


Despite early opening of the pear import season 1971/72 imports from 
the United States were less than last year's and only about one-half of 
early season forecasts. This reduction was in part a direct result of 
the long*shore’men's strike and in part a result of a shipping lines 
failure to fill booking space. The apple import season is expected to 
open in March and is expected to be considerably smaller than last 
year's. 


Currency Realignment:New Deal for U. S. Exporters 


While it is perhaps too early to speculate on the effects of the 
December 1971 currency realignment, there can be little doubt that 
many U.S. exporters stand to gain substantially in this market. On 
the other hand, in some non-differentiated product lines, American 
prices have been just too far out of line - in some cases up to 40% 
higher than those of the European competition - and it is hard to 
see how they will be able to gain a foothold in the market until 
costs can be brought better under control. 


The continued buoyancy of consumer demand carries with it the impli- 
cation of a lively import market for consumer goods of all types. It 
is, however, extremely difficult to pinpoint specific opportunities 
in the consumer goods field, because buying decisions are commonly 
based on considerations of design, quality, and price, and the 
relative importamce of each can be variable. Because of this, and in 
view of heavy domestic and third country competition, prospective 
exporters should, as a general rule, include with their initial 
offers descriptive illustrated brochures and at least an indication 
of the price range of the goods, if not specific prices. If these 
are lacking, it is not unlikely that an offer will go begging for 

a response. 


Growing Market for Off-Shore Oil Drilling Equipment 


As an oil and gas producing country, Norway will remain a good market 
for all types of offshore oilfield equipment, including offshore 
Grilling rigs. A number of rigs are already on order in the United 
States: the Export-Import Bank, for example, has just recently 
announced that it will participate in the financing of two rigs to 

be constructed in New Orleans for Norwegian interests. That order 
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amounts to $ 47.5 million. Although competition is strong, with regard 

to drilling rigs, delivery time appears to be one of the key considera- 

tions for placing an order. Offshore exploration will continue for 

many years to come, and the market for equipment in this field should 

remain strong. ‘ 


U. S. Considered Competitive in Shipbuilding 


For some time the Embassy has had indications from num@rous sources 
that the time may have arrived when American shipyards are once more 
competitive with those of Europe and the Far East. This is particularly 
true for highly specialized ships combining high technology and long, 
economic production runs. Specialized service/supply vessels for off- 
shore drilling rigs are an example of the type of ship referred to. 
U.S. shipyards appear to be in a good position to become a Major source 
of supply for such vessels. Two service/supply ships built at a US 
Gulf Coast shipyard were delivered to a Norwegian company in 1971. 
Yards with shipbuilding capacity available should make the fact known 
to the Federation of Norwegian Shipowners. In addition, ship repair 
facilities should remain alert to the fact that Norwegian shipowners, 
with the world's fourth largest merchant fleet, represent a con- 
siderable amount of potential business. In order to get it, however, 
it is advisable to have established a relationship with a Norwegian 
agent. 


Shipbuilding is a major industry in Norway, with production going both 
to domestic shipowners and for export. Hence shipbuilding supplies and 
equipment find a ready market here, as does ships gear, including 
propulsion units and sophisticated navigation equipment. American 
suppliers interested in building up sales in Norway should give 

serious consideration to participation in the Norwegian shipbuilding 
fair, NORSHIPPING, to be held in Oslo in May 10-17, 1973. Interested 
firms should contact the fair authorities directly by writing to Norges 
Varemesse, Skgyen, Oslo 2, Norway. 
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